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NOTES TO FINANCIAL STATEMENTS 
 

 

 

 
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

A. Accounting Practices 
 

The statutory basis financial statements of UnitedHealthcare Community Plan, Inc. (the “Company”) are 
presented on the basis of accounting practices prescribed and permitted by the Michigan Department of 
Insurance and Financial Services (the “Department”). 
 
The Department recognizes only statutory accounting practices, prescribed and permitted by the State 
of Michigan, for determining and reporting the financial condition and results of operations of a health 
maintenance organization (“HMO”), for determining its solvency under Michigan Insurance Law. The 
state prescribes the use of the National Association of Insurance Commissioners’ (“NAIC”) Accounting 
Practices and Procedures manual (“NAIC SAP”) in effect for the accounting periods covered in the 
statutory basis financial statements.  

 
No significant differences exist between the practices prescribed and permitted by the State of Michigan 
and those prescribed and permitted by the NAIC SAP which materially affect the statutory basis net 
income and capital and surplus, as illustrated in the table below:  
 
 

State of September 30, December 31,
Domicile 2016 2015

Net Income

(1) Company state basis Michigan 26,853,106$     44,193,354$  

(2) State prescribed practices that increase/(decrease) NAIC SAP:
Not applicable Michigan -                        -                     

(3) State permitted practices that increase/(decrease) NAIC SAP:
Not applicable Michigan -                        -                     

(4) NAIC SAP  (1-2-3=4) Michigan 26,853,106$     44,193,354$  

Capital and Surplus

(5) Company state basis Michigan 121,565,973$   95,829,376$  
(6) State prescribed practices that increase/(decrease) NAIC SAP:

Not applicable Michigan -                        -                     
(7) State permitted practices that increase/(decrease) NAIC SAP:

Not applicable Michigan -                        -                     

(8) NAIC SAP  (5-6-7=8) Michigan 121,565,973$   95,829,376$  

 
The Department specifically requires maternity case receivables due from the Department of 
Community Health (“DCH”) to be reported in health care and other amounts receivable rather than as 
premiums and considerations as prescribed by NAIC SAP. The Company included $2,448,832 and 
$3,071,260 of maternity case receivables as of September 30, 2016 and December 31, 2015, 
respectively, in health care and other amounts receivable in the statutory basis statements of admitted 
assets, liabilities and capital and surplus. This has no impact on net income or capital and surplus for 
2016 and 2015.  

 
Effective June 30, 2016, the Department specifically requires Section 9010 Patient Protection and 
Affordable Care Act (“ACA”) insurer fee reimbursement receivables due from DCH to be reported in 
health care and other amounts receivable rather than as premiums and considerations as prescribed by 
NAIC SAP. The Company included $25,017,887 of Section 9010 ACA insurer fee reimbursement 
receivables as of September 30, 2016 in health care and other amounts receivable in the statutory 
basis statements of admitted assets, liabilities and capital and surplus. This has no impact on net 
income or capital and surplus for 2016 and 2015. 

 
B.   Use of Estimates in the Preparation of the Statutory Basis Financial Statements 

 
              No significant change. 
 

C. Accounting Policy 

(1–5)  No significant change. 
 
(6)  U.S. government and agency securities and corporate debt securities include loan-backed 

securities (mortgage-backed securities and asset-backed securities), which are valued using 
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the retrospective adjustment methodology. Prepayment assumptions for the determination of 
the amortized cost of loan-backed securities are based on a three-month constant prepayment 
rate history obtained from external data source vendors. The Company’s investment policy 
limits investments in nonagency residential mortgage-backed securities, including home equity 
and sub-prime mortgages, to 10% of total cash and invested assets. Total combined 
investments in mortgage-backed securities and asset-backed securities cannot exceed more 
than 30% of total cash and invested assets. 

 
(7–13)  No significant change. 
 

D. Going Concern 

No significant change. 

2. ACCOUNTING CHANGES AND CORRECTION OF ERRORS 

No significant change. 
 

3. BUSINESS COMBINATIONS AND GOODWILL 

A–D.    No significant change.  
 
4. DISCONTINUED OPERATIONS 

A. Discontinued Operation Disposed of or Classified as Held for Sale 

 (1–5) No significant change. 
 
B. Change in Plan of Sale of Discontinued Operations — Not applicable. 

C. Nature of any Significant Continuing Involvement with Discontinued Operations after Disposal — 
Not applicable. 

D. Equity Interest Retained in the Discontinued Operation after Disposal — Not applicable. 

5. INVESTMENTS AND OTHER INVESTED ASSETS 

A. Mortgage Loans, including Mezzanine Real Estate Loans  
 

No significant change. 
 

B. Debt Restructuring 
 

No significant change. 
 

C. Reverse Mortgages 
 
No significant change. 
 

D. Loan-Backed Securities  
 

(1) Loan-backed securities are valued using the retrospective adjustment methodology. Prepayment 
assumptions for the determination of the amortized cost of loan-backed securities are based on a 
three-month constant prepayment rate history obtained from external data source vendors. 

 
(2) The Company did not recognize any other-than-temporary impairments (“OTTI”) on loan-backed 

securities as of September 30, 2016. 
 

(3) As of September 30, 2016, the Company did not have any loan-backed securities with an OTTI to 
report by CUSIP. 
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(4) The following table illustrates the fair value, gross unrealized losses, and length of time that the 
loan-backed securities have been in a continuous unrealized loss position as of September 30, 
2016 and December 31, 2015:  

 
 

 

September 30, 2016
The aggregate amount of unrealized losses:
       1. Less than 12 months 2,863$               
       2. 12 Months or longer 57,678               

The aggregate related fair value of securities with unrealized losses:
       1. Less than 12 months 2,315,027          
       2. 12 Months or longer 2,385,663          

December 31, 2015
The aggregate amount of unrealized losses:
       1. Less than 12 months 113,305$           
       2. 12 Months or longer 68,344               

The aggregate related fair value of securities with unrealized losses:
       1. Less than 12 months 16,202,046        
       2. 12 Months or longer 2,830,878           

                      
(5) The Company believes that it will collect all principal and interest due on all investments that have 

an amortized cost in excess of fair value. The unrealized losses as of September 30, 2016 were 
primarily caused by interest rate increases and not by unfavorable changes in the credit ratings 
associated with these securities.  

 
E. Repurchase Agreements and/or Securities Lending Transactions 

 
No significant change. 
 

F. Real Estate 
 
 No significant change. 
 

G. Low-Income Housing Tax Credits 
 
No significant change. 
 

H. Restricted Assets 
 
No significant change. 
 

I. Working Capital Finance Investments 
 
Not applicable. 
 

J. Offsetting and Netting of Assets and Liabilities 
 
The Company does not have any offsetting or netting of assets and liabilities as it relates to derivatives, 
repurchase and reverse repurchase agreements, and securities borrowing and securities lending 
activities. 
 

K. Structured Notes 
 
The Company does not have any structured notes. 
 

6. JOINT VENTURES, PARTNERSHIPS, AND LIMITED LIABILITY COMPANIES 

A–B.   No significant change. 
 
7. INVESTMENT INCOME 

          A–B.   No significant change. 
 
8. DERIVATIVE INSTRUMENTS 

A–F.  No significant change.  
 

9. INCOME TAXES 

The provision for federal income taxes incurred is different from that which would be obtained by applying 
the statutory federal income tax rate of 35% to net gain before federal income taxes, and net realized 
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capital gains primarily as a result of the annual health insurer fee under Section 9010 of the ACA which is 
non-deductible for tax purposes. The Company is required to expense 100% of the estimated annual fee on 
January 1, 2016. The Company’s health insurer fee impact is $21,935,482 in 2016, which was paid in 
September 2016. 

 
10. INFORMATION CONCERNING PARENT, SUBSIDIARIES, AND AFFILIATES 

A–N.   Material Related Party Transactions    
 
No significant change. 

 
11. DEBT 

A–B.   No significant change.  
 

12. RETIREMENT PLANS, DEFERRED COMPENSATION, POSTEMPLOYMENT BENEFITS AND 
COMPENSATED ABSENCES, AND OTHER POSTRETIREMENT BENEFIT PLANS 

A–I.    The Company has no defined benefit plans, defined contribution plans, multiemployer plans, 
consolidated/holding company plans, postemployment benefits, and compensated absences plans 
and is not impacted by the Medicare Modernization Act on postretirement benefits, since all 
personnel are employees of United HealthCare Services, Inc. (“UHS”), which provides services to 
the Company under the terms of a management agreement. 

 
13. CAPITAL AND SURPLUS, SHAREHOLDERS’ DIVIDEND RESTRICTIONS, AND 

QUASI-REORGANIZATIONS 

(1–13)  No significant change. 
 
14. LIABILITIES, CONTINGENCIES AND ASSESSMENTS 

A–F.  No significant change. 
 
15. LEASES 

A–B.  No significant change. 
 
16. INFORMATION ABOUT FINANCIAL INSTRUMENTS WITH OFF-BALANCE-SHEET RISK  AND 

FINANCIAL INSTRUMENTS WITH CONCENTRATIONS OF CREDIT RISK 

(1–4)  No significant change. 
 
17. SALE, TRANSFER, AND SERVICING OF FINANCIAL ASSETS AND EXTINGUISHMENTS OF 

LIABILITIES 

A. The Company did not have any transfers of receivables reported as sales as of September 30, 2016 or 
December 31, 2015. 

 
B. The Company did not have any transfer and servicing of financial assets as of September 30, 2016 or 

December 31, 2015. 
 
C. No transactions involving wash sales of securities with an NAIC designation of 3 or below or unrated 

securities occurred as of September 30, 2016 or the year ended December 31, 2015. 
 
18. GAIN OR LOSS TO THE REPORTING ENTITY FROM UNINSURED PLANS AND THE UNINSURED 

PORTION OF PARTIALLY INSURED PLANS 

A–B.    No significant change. 
 

C. Medicare or Other Similarly Structured Cost Based Reimbursement Contract  
 
Pursuant to the ACA, the state elected to administer enhanced rate payments to primary care 
physicians (“PCP”) through non-risk reconciled payments. The legislative requirement to pay enhanced 
rates to primary care physicians ended as of January 1, 2015 at which time the State of Michigan 
elected to continue the non-risk program under the DCH contract. The state’s capitation rate is not 
inclusive of the enhanced rate and the Company is reimbursed at agreed upon intervals for all of the 
enhanced payment amounts in the determined period. There is no risk to the Company because any 
excess or shortfall is 100% remitted or received back from the state. The Company recorded a payable 
in liability for amounts held under uninsured plans in the statutory basis statements of admitted assets, 
liabilities, and capital and surplus of $2,198,512 and $12,237,707 as of September 30, 2016 and 
December 31, 2015, respectively, for cost reimbursements and payments to providers under this 
program. On and after January 1, 2015 dates of service, the State of Michigan has elected to 
discontinue the non-risk reconciled payments and continue with enhanced rate payments to PCP’s as a 
component of the contractual capitated risk arrangement with the DCH. 



STATEMENT AS OF SEPTEMBER 30, 2016 OF THE  UnitedHealthcare Community Plan, Inc.

 10.4 

 
19. DIRECT PREMIUM WRITTEN/PRODUCED BY MANAGING GENERAL AGENTS/THIRD-PARTY 

ADMINISTRATORS 

No significant change. 
 
20. FAIR VALUE MEASUREMENT 

The NAIC SAP defines fair value, establishes a framework for measuring fair value, and outlines the 
disclosure requirements related to fair value measurements. The fair value hierarchy is as follows: 

Level 1 — Quoted (unadjusted) prices for identical assets in active markets. 

Level 2 — Other observable inputs, either directly or indirectly, including: 

• Quoted prices for similar assets in active markets; 

• Quoted prices for identical or similar assets in nonactive markets (few transactions, limited information, 
noncurrent prices, high variability over time, etc.); 

• Inputs other than quoted prices that are observable for the asset (interest rates, yield curves, volatilities, 
default rates, etc.); 

• Inputs that are derived principally from or corroborated by other observable market data. 

Level 3 — Unobservable inputs that cannot be corroborated by observable market data. 

The estimated fair values of bonds and short-term investments are based on quoted market prices, where 
available. The Company obtains one price for each security primarily from a third-party pricing service 
(“pricing service”), which generally uses quoted prices or other observable inputs for the determination of 
fair value. The pricing service normally derives the security prices through recently reported trades for 
identical or similar securities, making adjustments through the reporting date based upon available 
observable market information. For securities not actively traded, the pricing service may use quoted 
market prices of comparable instruments or discounted cash flow analyses, incorporating inputs that are 
currently observable in the markets for similar securities. Inputs that are often used in the valuation 
methodologies include, but are not limited to, non-binding broker quotes, benchmark yields, credit spreads, 
default rates and prepayment speeds. As the Company is responsible for the determination of fair value, it 
performs quarterly analyses on the prices received from the pricing service to determine whether the prices 
are reasonable estimates of fair value. Specifically, the Company compares the prices received from the 
pricing service to a secondary pricing source; prices reported by its custodian, its investment consultant and 
third-party investment advisors. Additionally, the Company compares changes in the reported market 
values and returns to relevant market indices to test the reasonableness of the reported prices. The 
Company’s internal price verification procedures and review of fair value methodology documentation 
provided by independent pricing services have not historically resulted in an adjustment in the prices 
obtained from the pricing service. 

In instances in which the inputs used to measure fair value fall into different levels of the fair value 
hierarchy, the fair value measurement has been determined based on the lowest-level input that is 
significant to the fair value measurement in its entirety. The Company’s assessment of the significance of a 
particular item to the fair value measurement in its entirety requires judgment, including the consideration of 
inputs specific to the asset or liability. 

A. Fair Value 

(1-5)  The Company does not have any financial assets that are measured and reported at fair value in 
the statutory basis statements of admitted assets, liabilities, and capital and surplus at September 
30, 2016 and December 31, 2015. 

B. Fair Value Combination — Not applicable. 
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C. Aggregate Fair Value Hierarchy  

The aggregate fair value by hierarchy of all financial instruments as of September 30, 2016 and 
December 31, 2015, is presented in the table below: 

Not
Practicable

Types of Aggregate Admitted (Carrying
Financial Investment Fair Value Assets (Level 1) (Level 2) (Level 3) Value)

U.S. government and agency securities 34,094,516$     33,769,336$     25,539,422$     8,555,094$       -      $     -      $     
State and agency municipal securities 9,341,735         9,002,532         -                        9,341,735         -             -             
City and county municipal securities 18,535,863       17,890,947       -                        18,535,863       -             -             
Corporate debt securities (includes commercial paper) 61,502,269       61,153,999       61,502,269       
Money-market funds 99,935,894       99,935,894       99,935,894       -                        -             -             
Total bonds and short-term investments 223,410,277$   221,752,708$   125,475,316$   97,934,961$     -      $     -      $     

Not
Practicable

Types of Aggregate Admitted (Carrying
Financial Investment Fair Value Assets (Level 1) (Level 2) (Level 3) Value)

U.S. government and agency securities 36,714,393$     36,764,702$     27,531,071$     9,183,323$       -      $     -      $     
State and agency municipal securities 12,027,864       11,766,123       -                        12,027,865       -             -             
City and county municipal securities 20,088,819       19,679,809       -                        20,088,818       -             -             
Corporate debt securities (includes commercial paper) 62,799,984       63,065,291       -                        62,799,985       -             -             
Money-market funds 112,763,837     112,763,837     112,763,837     -                        -             -             

Total bonds and short-term investments 244,394,897$   244,039,762$   140,294,908$   104,099,991$   -      $     -      $     

September 30, 2016

December 31, 2015

 

Included as Level 1 in U.S. government and agency securities in the fair value hierarchy tables above 
are U.S. Treasury securities of $25,539,422 and $27,531,071 as of September 30, 2016 and December 
31, 2015, respectively.  

Included as Level 2 in corporate debt securities in the fair value hierarchy tables above are commercial 
paper investments of $7,011,896 and $3,534,479 as of September 30, 2016 and December 31, 2015, 
respectively. The commercial paper investments  are included in short-term investments in the statutory 
basis statements of admitted assets, liabilities, and capital and surplus. 

D. Not Practicable to Estimate Fair Value — Not applicable. 

21. OTHER ITEMS 

A–H.  No significant change. 
 

22. EVENTS SUBSEQUENT 

No significant change. 
 
23. REINSURANCE 

A–D.  No significant change. 
 
24. RETROSPECTIVELY RATED CONTRACTS AND CONTRACTS SUBJECT TO  REDETERMINATION 

A–C.   No significant change. 
 
D.   The Company is required to maintain specific minimum loss ratios on the comprehensive commercial 

line of business. Effective January 1, 2015, the Company novated its Medicare contract and is no 
longer subject to minimum loss ratio requirements. Prior to the novation, the Company was required to 
maintain specific minimum loss ratios on the Medicare line of business. The Company’s actual loss 
ratios on the comprehensive commercial line of business was in excess of the minimum requirements 
and, as a result, no minimum medical loss ratio liability was required to be established at September 
30, 2016 and December 31, 2015. 

E. Risk-Sharing Provisions of the Affordable Care Act 

(1) The Company has accident and health insurance premiums in 2016 subject to the risk-sharing 
provisions of the ACA. 

The ACA imposed fees and premium stabilization provisions on health insurance issuers offering 
comprehensive commercial health insurance. The three premium stabilization programs are 
commonly referred to as the 3Rs – risk adjustment, reinsurance, and risk corridors.  

Risk Adjustment – The permanent risk adjustment program, designed to mitigate the potential 
impact of adverse selection and provide stability for health insurance issuers, applies to all non-
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grandfathered plans not subject to transitional relief in the individual and small group markets 
both inside and outside of the insurance exchanges. Premium adjustments pursuant to the risk 
adjustment program are accounted for as premium subject to redetermination and user fees are 
accounted for as assessments. 

Reinsurance – The transitional reinsurance program was designed to protect issuers in the 
individual market from an expected increase in large claims due to the elimination of preexisting 
condition limitations. The transitional reinsurance program is effective from 2014 through 2016 
and applies to all issuers of major medical commercial products and third party administrators. 
Contributions attributable to enrollees in ACA compliant individual plans, including program 
administrative costs, are accounted for as ceded premium and payments received are accounted 
for as ceded benefit recoveries. The portion of the individual contributions earmarked for the U.S. 
Treasury is accounted for as an assessment. Contributions made for enrollees in fully insured 
plans other than ACA compliant individual plans, including program administrative costs and 
payments to the U.S. Treasury, are treated as assessments. 

Risk Corridors – The temporary risk corridors program, designed to provide some aggregate 
protection against variability for issuers in the individual and small group markets during the 
period 2014 through 2016, applies to Qualified Health Plans  in the individual and small group 
markets both inside and outside of the insurance exchanges. Premium adjustments pursuant to 
the risk corridors program are accounted for as premium adjustments for retrospectively rated 
contracts. 

(2) The following table presents the current year impact of risk-sharing provisions of the ACA on 
assets, liabilities and operations. 

a. Permanent ACA Risk Adjustment Program September 30, 2016

Assets
1. Premium adjustments receivable due to ACA Risk Adjustment -      $                     

Liabilities
2. Risk adjustment user fees payable for ACA Risk Adjustment 4,867                      
3. Premium adjustments payable due to ACA Risk Adjustment 319,437                  

Operations (Revenue & Expense)
4. Reported as revenue in premium for accident and health

contracts (written/collected) due to ACA Risk Adjustment 1,428,586               
5. Reported in expenses as ACA risk adjustment user fees

(incurred/paid) 4,679                      

b. Transitional ACA Reinsurance Program

Assets
1. Amounts recoverable for claims paid due to ACA Reinsurance 217,985$                
2. Amounts recoverable for claims unpaid due to ACA Reinsurance (Contra Liability) 72,500                    
3. Amounts receivable relating to uninsured plans for 

contributions for ACA Reinsurance -                             
Liabilities

4. Liabilities for contributions payable due to ACA Reinsurance
- not reported as ceded premium 63,519                    

5. Ceded reinsurance premiums payable due to ACA Reinsurance 58,187                    
6. Liability for amounts held under uninsured plans contributions

for ACA Reinsurance -                             
Operations (Revenue & Expense)

7. Ceded reinsurance premiums due to ACA Reinsurance 58,187                    
8. Reinsurance recoveries (income statement) due to ACA

reinsurance payments or expected payments 465,748                  
9. ACA Reinsurance contributions - not reported as ceded premium 14,547                    

c. Temporary ACA Risk Corridors Program

Assets
1. Accrued retrospective premium due to ACA Risk Corridors -      $                     

Liabilities
2. Reserve for rate credits or policy experience rating refunds

due to ACA Risk Corridors -                             
Operations (Revenue & Expense)

3. Effect of ACA Risk Corridors on net premium income (paid/received) -                             
4. Effect of ACA Risk Corridors on change in reserves for rate credits 101,402                   
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(3) The following table is a rollforward of prior year ACA risk-sharing provisions for asset and liability 
balances, along with reasons for adjustments to prior year balances. 

Prior Year 
Accrued Less 

Payments 
(Col 1-3)

Prior Year 
Accrued Less 

Payments
(Col 2-4)

To Prior Year 
Balances

To Prior Year 
Balances

Cumulative 
Balance from 
Prior Years
(Col 1-3+7)

Cumulative 
Balance from 
Prior Years
(Col 2-4+8)

1 2 3 4 5 6 7 8 9 10 11
Receivable (Payable) Receivable (Payable) Receivable (Payable) Receivable (Payable) Ref Receivable (Payable)

a. Permanent ACA Risk Adjustment
Program
 1. Premium Adjustment receivable -$               -$                  -$               -$                   -$               -$                  -$               -$                  A -$               -$                  
 2. Premium Adjustment (payable) -                 (4,786,808)        -                 (3,038,785)         -                 (1,748,023)        -                 1,748,023         B -                 -                    
 3. Subtotal ACA Permanent Risk 
     Adjustment Program -                 (4,786,808)        -                 (3,038,785)         -                 (1,748,023)        -                 1,748,023         -                 -                    

b. Transitional ACA Reinsurance Program
 1. Amounts recoverable for claims paid 433,924          -                    667,781          -                     (233,857)        -                    315,781          -                    C 81,924            -                    
 2. Amounts recoverable for claims
     unpaid (contra liability) 58,594            -                    -                 -                     58,594            -                    (58,594)          -                    D -                 -                    
 3. Amounts receivable relating to
     uninsured plans -                 -                    -                 -                     -                 -                    -                 -                    E -                 -                    
 4. Liabilities for contributions payable
     due to ACA Reinsurance - not
     reported as ceded premium -                 (48,972)             -                 -                     -                 (48,972)             -                 -                    F -                 (48,972)             
 5. Ceded reinsurance premiums payable -                 (146,916)           -                 (146,916)            -                 -                    -                 -                    G -                 -                    
 6. Liability for amounts held under
      uninsured plans -                 -                    -                 -                     -                 -                    -                 -                    H -                 -                    
 7. Subtotal ACA Transitional Reinsurance
      Program 492,518          (195,888)           667,781          (146,916)            (175,263)        (48,972)             257,187          -                    81,924            (48,972)             

c. Temporary ACA Risk Corridors Program
 1. Accrued retrospective premium -                 -                    -                 -                     -                 -                    -                 -                    I -                 -                    
 2. Reserve for rate credits or policy
      experience rating refunds -                 (101,402)           -                 -                     -                 (101,402)           -                 101,402            J -                 -                    
 3. Subtotal ACA Risk Corridors Program -                 (101,402)           -                 -                     -                 (101,402)           -                 101,402            -                 -                    

d. Total for ACA Risk Sharing Provisions 492,518$        (5,084,098)$      667,781$        (3,185,701)$       (175,263)$      (1,898,397)$      257,187$        1,849,425$       81,924$          (48,972)$           

Explanation of Adjustments

H.  N/A

I.  N/A

J.  The decrease in the policy experience rating refund payable was driven by adjustments in the calculation of the Allowable Costs and Target Amounts due to the inclusion of 3 additional months of run-out on claims and premium retroactivity as 
well as the inclusion of the final Risk Adjustment and Reinsurance amounts for Program Year 2015 based on the Final CMS Summary Report on Transitional Reinsurance & the Permanent Risk Adjustment Transfers received on 6/30/2016. 

B. The 2015 December risk adjustment factor payable was reported based on estimated state risk transfer factors for each state and risk pool utilizing paid claims data through October 31, 2015. The adjustments as of 9/30/2016 reflect true-ups 
based on the Final CMS Summary Report on Transitional Reinsurance Payments and the Permanent Risk Adjustment Transfers for the 2015 Program Year and reflect the balance in accordance with the CMS cash settlement process at the state 
and market level.

C. The adjustment to the amounts recoverable for paid claims was driven by the inclusion of 4 months of additional paid claims run out data from December 2015 to April 2016 as well as CMS increasing the reinsurance co-insurance rate from the 
previously published 50% to 55.1% in Q2 '16.

D. The adjustment to the amounts recoverable for claims unpaid reflects the HHS Reinsurance Program parameters which base the final reinsurance recovery amount only on 2015 incurred claims data paid through April 2016.

E.  N/A

F.  N/A

G.  N/A

A.  N/A

Accrued During the Prior Year on 
Business Written Before 

December 31 of the Prior Year

Received or Paid as of the Current 
Year on Business Written Before 
December 31 of the Prior Year

Differences Adjustments
Unsettled Balances as of the 

Reporting Date

  

 

(4)     The following table discloses risk corridor receivables and payables by risk corridor program year.  

Prior Year 
Accrued 

Less 
Payments 
(Col 1–3)

Prior Year 
Accrued 

Less 
Payments 
(Col 2–4)

To Prior 
Year 

Balances

To Prior 
Year 

Balances

Cumulative 
Balance from 
Prior Years 
(Col 1–3+7)

Cumulative 
Balance from 
Prior Years 
(Col 2–4+8)

1 2 3 4 5 6 7 8 9 10

Risk Corridors Program Year: Receivable (Payable) Receivable (Payable) Receivable (Payable) Receivable (Payable) Ref Receivable (Payable)

a. 2014
1. Accrued retrospective premium -$             -$             -$             -$             -$             -$             -$             -$             A -$                -$                
2. Reserve for rate credits or policy 
experience rating refunds -               -               -               -               -               -               -               -               B -                  -                  

b. 2015
1. Accrued retrospective premium -               -               -               -               -               -               -               -               C -                  -                  
2. Reserve for rate credits or policy 
experience rating refunds -               (101,402)      -               -               -               (101,402)      -               101,402       D -                  -                  

c. 2016
1. Accrued retrospective premium -               -               -               -               -               -               -               -               E -                  -                  
2. Reserve for rate credits or policy 
experience rating refunds -               -               -               -               -               -               -               -               F -                  -                  

d. Total for Risk Corridors -$             (101,402)$    -$             -$             -$             (101,402)$    -$             101,402$     -$                -$                

Explanation of Adjustments

A. N/A
B. N/A
C. N/A
���

���
N/A

���
N/A

The decreased policy experience rating refund payable was driven by adjustments in the calculation of the Allowable Costs and Target Amounts due to 
the inclusion of 3 additional months of run-out on claims and premium retroactivity as well as the inclusion of the final Risk Adjustment and Reinsurance 
program transfer amounts.

Accrued During the Prior 
Year on Business Written 

Before December 31 of 
the Prior Year

Received or Paid as of the 
Current Year on Business 
Written Before December 

31 of the Prior Year

Differences
Unsettled Balances as of the

Reporting Date
Adjustments
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(5)    The following table discloses ACA risk corridor receivable balances by risk corridor program year. 

1 2 3 4 5 6

Risk Corridors 
Program Year:

Estimated Amount 
to be Filed or Final 
Amount Filed with 

CMS

Non-Accrued 
Amounts for 

Impairment or 
Other Reasons

Amounts received 
from CMS

Asset Balance 
(Gross of Non-

admissions)
(1-2-3)

Non-admitted 
Amount

Net Admitted Asset
(4-5)

a. 2014 -$                        -$                        -$                        -$                        -$                        -$                        

b. 2015 144,054                  144,054                  -                          -                          -                          -                          

c. 2016 338,090                  338,090                  -                          -                          -                          -                          

d. Total (a+b+c) 482,144$                482,144$                -$                        -$                        -$                        -$                        
 

 

25. CHANGE IN INCURRED CLAIMS AND CLAIMS ADJUSTMENT EXPENSES 

Changes in estimates related to the prior year incurred claims are included in total hospital and medical 
expenses in the current year in the statutory basis statements of operations. The following tables disclose 
paid claims, incurred claims, and the balance in the claims unpaid, accrued medical incentive pool and 
bonus amounts, aggregate health claims reserves, health care receivable (excluding Section 9010 ACA 
insurer fee reimbursement receivable) and reinsurance recoverables at September 30, 2016 and December 
31, 2015:  

Current Year Prior Years
Incurred Incurred
Claims Claims Total

Beginning of year claim reserve -      $                (137,818,753)$   (137,818,753)$   
Paid claims— net of health care receivable*                         
  and reinsurance recoveries collected 625,173,348     106,124,960      731,298,308      
End of year claim reserve 138,852,126     8,115,460          146,967,586      

  Incurred claims excluding the change in 
      health care receivable and reinsurance
      recoverables as presented below 764,025,474     (23,578,333)       740,447,141      

Beginning of year health care receivable
  and reinsurance recoverables -                        9,829,473          9,829,473          
End of year health care receivable
  and reinsurance recoverables (6,803,109)        (3,298,702)         (10,101,811)       

Total incurred claims 757,222,365$   (17,047,562)$     740,174,803$    

*Health care receivable excludes insurer fee reimbursment of $25,071,887
  and $0 for 2016 and 2015, respectively.

September 30, 2016

 

Current Year Prior Years
Incurred Incurred
Claims Claims Total

Beginning of year claim reserve -      $               (121,513,652)$   (121,513,652)$   
Paid claims— net of health care receivable                         
  and reinsurance recoveries collected 837,424,269     101,386,556      938,810,825      
End of year claim reserve 136,860,387     958,366             137,818,753      

  Incurred claims excluding the change in 
      health care receivable and reinsurance
      recoverables as presented below 974,284,656     (19,168,730)       955,115,926      

Beginning of year health care receivable
  and reinsurance recoverables -                       14,283,848        14,283,848        
End of year health care receivable
  and reinsurance recoverables (8,545,497)       (1,283,976)         (9,829,473)         

Total incurred claims 965,739,159$   (6,168,858)$       959,570,301$    

December 31, 2015

 

The liabilities for claims unpaid, accrued medical incentive pool and bonus amounts, and aggregate health 
claim reserves, net of health care receivable and reinsurance recoverables as of December 31, 2015 was 
$127,989,280. As of September 30, 2016, $106,124,960 has been paid for incurred claims attributable to 
insured events of prior years. Reserves remaining for prior years, net of healthcare receivable (excluding 
Section 9010 ACA insurer fee reimbursement receivable) and reinsurance recoverables are now 
$4,816,758 as a result of re-estimation of unpaid claims. Therefore, there has been $17,047,562 favorable 
prior year development since December 31, 2015 to September 30, 2016. The primary drivers consist of 
favorable development of $14,557,575 in retroactivity for inpatient, outpatient, physician, and pharmacy 
claims and favorable development as a result of a change in the provision for adverse deviations in 
experience of $5,336,047, offset by $2,803,921 of other unfavorable development. At December 31, 2015, 
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the Company recorded $6,168,858 of favorable development related to favorable changes in the provision 
for adverse deviations in experience of $5,522,431, reinsurance retroactivity of $1,524,099, provider 
settlements of $878,251, and risk share premium of $685,124, offset by unfavorable development in 
retroactivity for inpatient, outpatient, physician, and pharmacy claims of $1,263,847 and change in 
capitation of $1,317,969. Original estimates are increased or decreased, as additional information becomes 
known regarding individual claims, including the medical loss ratio rebate accruals. Included in this 
favorable development is the impact related to retrospectively rated policies, which also has a 
corresponding impact on medical loss ratio rebates. As a result of the prior year effects, on a regular basis, 
the Company adjusts revenue and the corresponding liability and/or receivable related to retrospectively 
rated policies and the impact of the change is included as a component of change in reserve for rate credits 
in the statutory basis statements of operations. 
 
The Company incurred claims adjustment expenses of $35,272,541 and $46,683,409 for the nine months 
ended September 30, 2016 and the year ended December 31, 2015, respectively. These costs are included 
in the management service fees paid by the Company to UHS as a part of its management agreement. The 
following tables disclose paid claims adjustment expense (“CAE”), incurred CAE, and the balance in the 
unpaid claim adjustment expenses reserve for the nine months ended September 30, 2016 and the year 
ended December 31, 2015. 
 

 

September 30, 2016 December 31, 2015

Total claims adjustment expenses incurred 35,272,541$            46,683,409$          
Less current year unpaid claims adjustment expenses (1,008,743)               (1,115,818)             
Add prior year unpaid claims adjustment expenses 1,115,818                1,199,880              

Total claims adjustment expenses paid 35,379,616$            46,767,471$           
 
 
26. INTERCOMPANY POOLING ARRANGEMENTS 

A–G.  No significant change. 
 

27. STRUCTURED SETTLEMENTS 

A–B.  No significant change. 
 

28. HEALTH CARE AND OTHER AMOUNTS RECEIVABLE 

A. Pharmacy rebates receivable are recorded when reasonably estimated or billed by the affiliated 
pharmaceutical benefit manager in accordance with pharmaceutical rebate contract provisions. 
Information used to support rebates billed to the manufacturer is based on utilization information 
gathered by the pharmaceutical benefit manager and adjusted for significant changes in 
pharmaceutical contract provisions.  

The Company evaluates admissibility of all pharmacy rebates receivable based on the administration 
of each underlying pharmaceutical benefit management agreement. The Company has non-admitted 
all pharmacy rebates receivable that do not meet the admissibility criteria of Statements of Statutory 
Accounting Principles (“SSAP”) No. 84, Certain Health Care Receivables and Receivables under 
Government Insured Plans  from the statutory basis statements of admitted assets, liabilities, and 
capital and surplus.  
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For each pharmaceutical management agreement for which a portion of the total pharmacy rebates 
receivable can be admitted based on the admissibility criteria of SSAP No. 84, the transaction history 
is summarized as follows: 

 
Estimated Actual Actual
Pharmacy Pharmacy Rebates Rebates
Rebates as Rebates as Received Received Actual Rebates

Reported on Billed or within 90 within 91 to Received More
Financial Otherwise Days of 180 Days of than 180 Days

Quarter Statements Confirmed Billing Billing After Billing

9/30/2016 2,274,897$     -     $              -     $              -     $              -     $                  
6/30/2016 2,174,214       1,958,694       730,504          -                     -                         
3/31/2016 1,685,312       1,697,522       324,782          1,224,187       -                         

12/31/2015 2,350,863       2,489,775       1,287,272       1,108,628       42,304                
9/30/2015 2,276,588       2,309,700       1,241,429       460,939          538,760              
6/30/2015 2,192,800       2,317,279       1,283,360       474,963          473,372              
3/31/2015 1,853,385       1,951,830       909,584          542,391          432,301              

12/31/2014 3,621,131       3,639,240       1,927,802       1,208,194       493,326              
9/30/2014 3,272,152       3,550,110       1,833,699       1,162,548       556,149              
6/30/2014 2,771,591       3,031,777       1,321,097       734,404          969,971              
3/31/2014 2,441,005       2,666,951       962,922          1,044,379       652,833              

12/31/2013 2,583,626       2,564,271       1,165,288       850,755          529,501               
 
 
Of the amount reported as health care receivable, $2,542,076 and $3,064,423 relates to pharmacy 
rebates receivable as of September 30, 2016 and December 31, 2015, respectively. The decrease is 
primarily due to changes in membership mix, along with the change in generic/name brand mix.  
 

B. No significant change. 

The Company also admitted claim overpayment receivables of $589,426 and $549,578 as of September 
30, 2016 and December 31, 2015, respectively.  
 
Admitted health care receivable also includes maternity case receivables due from DCH, reclassed from 
premiums and considerations per the Department (see Note 1). This amount totaled $2,448,832 and 
$3,071,260 as of September 30, 2016 and December 31, 2015, respectively.  
 
Effective June 30, 2016, health care and other amounts receivable also includes Section 9010 ACA insurer 
fee reimbursement receivables due from DCH, reclassed from premiums and considerations per the 
Department (see Note 1). This amount totaled $25,071,887 as of September 30, 2016. 

 
29. PARTICIPATING POLICIES 

No significant change. 
 

30. PREMIUM DEFICIENCY RESERVES  

The Company has not recorded any premium deficiency reserves as of September 30, 2016 or December 
31, 2015. The analysis of premium deficiency reserves was completed as of September 30, 2016 and 
December 31, 2015. The Company did consider anticipated investment income when calculating the 
premium deficiency reserves. 

The following table summarizes the Company’s premium deficiency reserves as of September 30, 2016 and 
December 31, 2015: 
 

1. Liability carried for premium deficiency reserves
2. Date of the most recent evaluation of this liability

3. Was anticipated investment income utilized in this calculation? Yes X No

1. Liability carried for premium deficiency reserves
2. Date of the most recent evaluation of this liability

3. Was anticipated investment income utilized in this calculation? Yes X No

9/30/2016
-     $                          

September 30, 2016

December 31, 2015
-     $                          

12/31/2015
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31. ANTICIPATED SALVAGE AND SUBROGATION 

No significant change.  
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